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Federal Government Accounting
Mary T. Cody

The magnitude of the accounting system of
the Federal Government precludes brevity.
However, a broad knowledge of this system
can be gained from an understanding of the
functional relationships between the various
agencies of the Federal Government. Indeed,
this relationship is the crux of the entire set
up. To illustrate this point, we propose to take
a closer look at the nation’s three principal
accounting offices—THE TREASURY DE
PARTMENT, THE BUREAU OF THE BUD
GET and THE GENERAL ACCOUNTING
OFFICE.
The present day accounting system of the
Federal Government is the story of the evolution
and growth of our country. In England, in the
thirteenth century, the land barons recognized
that certain feudal dues, taxation of a sort,
were to be levied by the Crown, but not with
out the consent of the barons. It was not until
some time later, however, that parliamentary
control of spending developed.
In the seventeenth century, Parliament pro
vided that certain funds were to be paid to a
commission which it named. These particular
funds arose from an appropriation for extra
ordinary supplies. From this precedent de
veloped the practice of having the national
finances handled by a parliamentary commit
tee. Later, provisions were added limiting the
use of these funds to the purpose for which
they had been appropriated.
This, then, was the climate from which
emerged the English colonists. They brought to
the New World a deeply-rooted belief that the
expenditure of public money should be under
the control of the duly elected representatives
of the people.
Prior to the Constitution, the financial opera
tions of the Government were conducted by
Congress although no specific financial powers
were designated to it until the Articles of Con
federation were ratified in 1781. The Constitu
tion, of course, clearly sets forth the financial
powers of the United States Government.
In 1789 the first and, perhaps the most im
portant, agency of the Federal Government was
created-THE TREASURY DEPARTMENT.
As originally conceived, the Treasury Depart-

ment was under a Treasurer, a Register, an
Auditor, and a Comptroller, each with his own
duties and powers. The Treasurer had the duty
of receiving, keeping and properly disbursing
the public funds, and of rendering accounts to
the Comptroller. The Register was charged
with keeping the accounts and performing re
lated custodial duties. The Auditor was as
signed the duty of examining the accounts and
certifying the balances to the Comptroller. The
Comptroller was responsible for supervising the
adjustment and preservation of accounts, for
countersigning warrants, for prosecuting delin
quent revenue officers and for collecting debts
due the United States; but his principal duty
was to decide the lawfulness and justice of
claims and accounts. The fiscal administration
by the Treasury Department was subject to
review by Congress. The latter, from time to
time, enacted laws designed to strengthen the
weakening fiscal controls. Eventually, this need
for controls was partially responsible for the
next major step in the nation’s accounting sys
tem.
In 1921, Congress passed the Budget and
Accounting Act which, in brief, was to provide
for an independent review of executive expend
itures, as well as to fill the need for a national
budget system. This Act was instrumental in
the establishment of two major accounting offices—THE GENERAL ACCOUNTING OF
FICE and THE BUREAU OF THE BUDGET.
The GENERAL ACCOUNTING OFFICE
is truly the “policeman” or “watchdog” of
Government finances. The Office was created
to assist Congress in providing legislative con
trol over the receipt, disbursement, and appli
cation of public funds. Its principal functions
are in the fields of auditing, accounting, claim
settlement, debt collection, legal decisions,
special assistance to Congress, and records
management and services. It has responsibility
for performing an independent, Government
wide audit of receipts, expenditures and use
of public funds by departments and agencies
of the Federal Government; auditing the rec
ords of certain Government contractors and
their sub-contractors, and of certain recipients
of Federal financial assistance, such as loans,
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advances, grants, or contributions; making rec
ommendations for greater economy or efficiency
in public expenditures; prescribing principles,
standards, and related requirements for account
ing; and cooperating in the development and
improvement of agency accounting and finan
cial management systems. It is responsible for
settling claims by and against the Government;
the collection of bad debts; and the rendering
of decisions on the legality of proposed current
or completed payments, transactions, or pro
grams.

hearings before the Bureau of the Budget are
then scheduled, and all departments are noti
fied of the dates set for their respective organi
zations. The hearings are conducted more or
less informally, with the budget officer of the
department present at all times, and such other
officers of that department as are necessary
to answer questions of the committee. Hearings
for a single department may take as long as
four weeks, depending upon the size of the
department and the amount of work involved.
The President considers each item, in con
sultation with the Director of the Budget, and
determines the amount he will recommend for
appropriation by the Congress.
After the appropriation bill has passed and
becomes a law, the individual agency must
submit to the Bureau of the Budget a statement
setting forth the amount the agency proposes
to obligate during each quarter of the fiscal
year for which the appropriation is made. This
is required in order to prevent expenditures
by an agency at a rate which would deplete
its appropriated funds before the end of the
fiscal year. This procedure known as “Appor
tionment of Appropriations” completes the
budgeting function.
Now, let us assume that Congress has ap
propriated a certain sum of money, the Presi
dent has signed the bill, and it has become a
law. The bill is then sent to the General Serv
ices Administration for the affixing of a “PUB
LIC LAW NUMBER,” after which it is placed
in the Archives. A document entitled “AP
PROPRIATION WARRANT AND ADVICE
OF CREDIT TO CHECKING ACCOUNT”
is then issued for the signature of the Secretary
of the Treasury and the Comptroller General
of the United States for the amount of the ap
propriation. Certified copies of this “ADVICE
OF CREDIT” are then forwarded to the Treas
urer of the United States, the Chief Disbursing
Officer (who is also with the Treasury Depart
ment), and to the agency involved. This is the
authority for:
(1) the Treasurer of the United States to
establish the amount of the appropria
tion in the checking account of the Dis
bursing Officer;
(2) the Disbursing Officer to establish that
amount in his checking account with
the Treasurer of the United States, iden
tified by the symbol of the agency in
volved, and
(3) the agency itself to establish that
amount on its books in the “Disbursing
Funds” account.

One of the duties of the President of the
United States is to transmit to Congress the
annual budget, together with his estimates of
receipts, expenditures and other budgetary
data. To aid the President in this duty the
BUREAU OF THE BUDGET was created.
The BUREAU OF THE BUDGET is located
in the Treasury Department but is under the
immediate direction of the President. Its two
main functions are:

(a) the preparation of the annual budget,
as well as any supplemental or deficien
cy items, for submission to Congress by
the President of the United States; and
(b) the apportionment of appropriations
made by Congress.

It has the authority to assemble, correlate, re
vise, reduce, or increase the estimates of the
various departments and agencies.
The foregoing is a brief resume of the ori
gin and purpose of the three offices which are
the backbone of the nation’s accounting sys
tem-THE TREASURY DEPARTMENT, THE
GENERAL ACCOUNTING OFFICE, and
THE BUREAU OF THE BUDGET. In actu
ality, these offices service all other Government
agencies.
Let us go back for a moment and see how
the budgeting process really functions. In most
agencies, the work of collecting information
for the compilation of estimates must be started
well over a year prior to the beginning of the
period for which the funds will be obligated.
These estimates usually originate in the small
est field offices and are channeled up to the
Departmental Office, and then to the Bureau
of the Budget. The latter reviews the depart
mental estimates and hears representatives of
all departments and establishments in regard
to the needs of their respective executive units
for the funds requested. When estimates are
received from a department, they are referred
to the Estimates Division. This Division studies
the history of each item of the estimates and
the justification statements, and notes questions
to ask at the forthcoming budget hearings. The

(Continued on page 10)
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Trends in Accounting Education

Federal Government Accounting
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schools. While the amount of course time allo
cated to these fields in the humanities, social
sciences and the quantitative areas differs among
schools, more and more schools are requiring
basic work in the behavioral sciences and in
mathematics. Economics has long been re
quired, but typically not much, if any, work is
required in logic and ethics. I think I can safe
ly say that written English is uniformly requir
ed while courses in spoken English are generally
available. But, alas, the presence of the re
quired or elective courses in these topics does
not guarantee that the college graduate will
be competent in either. This is a major concern
for accountants.
The other manifestation of this interdiscipli
nary shift is the adoption, within the account
ing courses, of measures and analytical techni
ques developed in other disciplines. We could
readily cite the use of break-even analysis, bor
rowed from economics, or sampling techniques,
borrowed from statistics. There is a growing
acceptance that, in the measurement of ec
onomic data, accounting may properly make
use of the tools of any of the disciplines that
may be used effectively.
The fourth trend that I want to single out for
attention is the shift in emphasis from public
accounting to managerial accounting. I am not
at all certain that I can explain this shift, al
though the shift itself is clearly evident. I sus
pect that a complex of factors are involved,
among them the emphasis placed upon the
Ph.D. degree in the academic world and the
growing numbers of accounting teachers earn
ing the degree; an accompanying decline in the
significance of the CPA certificate for account
ing teachers; the extensive experience require
ment for the certificate; and perhaps others.
I am not really concerned that the teach
ing emphasis is on managerial uses of account
ing, for this will be useful to the CPA as well.
But I am concerned that this emphasis may be
subconsciously interpreted by the student as
what I call “silent counseling.” If the net effect
is to encourage students to by-pass careers in
public accounting, then all of us need to be
concerned because the profession needs all of
the bright young people it can get.
These are the major trends that I perceive
in accounting education today. While not all
of them are encouraging, I must conclude that
the overall impact is decidedly on the plus side.
I have no doubt that the education the ac
counting student of today is getting in the
good business schools is infinitely better than
it was twenty years ago—or, for that matter,
even ten years ago.

In other words, the individual agency now
has at its disposal the money which has been
appropriated to it by Congress. This does not
mean that the agency itself may now disburse
these funds. All disbursements are made through
the Division of Disbursement of the Treasury
Department, from properly certified vouchers.
Even requests for imprest funds or petty cash
are so processed. Each month the Disbursing
Officer renders to the agency a “STATEMENT
OF ACCOUNT” which reflects the debits and
credits to the account in the same manner as
a bank statement.
On the other side of the coin, this Division
is accountable for revenues collected for the
United States Government. Each agency must
deposit all such revenues directly with the
Treasury, properly classified according to ap
propriation, fund and receipt account. No
agency is permitted to use these revenue funds
for disbursements. As previously stated, all
disbursements must be made from the appro
priation, through the Disbursing Office.
In addition to the disbursement and collec
tion functions, the Treasury Department is
charged with the responsibility of ascertaining
that a sufficient amount of cash is in the
Treasury at all times to pay obligations as they
fall due, and with the responsibility of main
taining the central and summary accounts of
the Government.
To pursue these functions, the Division of
Central Accounts maintains for the Federal
Government a unified system of central account
ing, comprising cash assets, liabilities, revenues
and expenditures, and a related set of subsidiary
budgetary records classified according to ap
propriation, fund, and receipt account. Through
this system, the central accounts of the Federal
Government are integrated with the accounts
of the Treasurer of the United States and with
those of all other agencies of the Government.
The central accounts provide the accounting
basis for compilation of financial data, cover
ing receipt and expenditure transactions, for
the official financial statements of the Federal
Government as a whole.
The Federal accounting system may very
well be likened to the familiar “Home OfficeBranch” accounting of private industry, with
its central and controlling accounts. As a matter
of fact, many accounting principles and stand
ards apply to both commercial and govern
mental accounting. Whatever differences exist
between governmental and commercial ac
counting stem from the two fundamental
(Continued on page 12)
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will not have the use of the property until
sometime in the future. This is important not
only because of the additional deduction al
lowed in the current year, but because of the
five-year carryover rule.
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(Continued from page 10)

differences between government and private
industry, viz.,
(1) Lack of a profit motive in government;
and
(2) Necessity for complying with legal pro
visions.
As stated already, there can be no brief sum
marization of the Federal Government account
ing system. Nevertheless, the foregoing expla
nation of the budgetary functions of the Bureau
of the Budget, the receipt and expenditure
functions of the Treasury Department, and the
audit and control functions of the General Ac
counting Office may throw some enlightenment
of the Federal accounting structure which, de
spite its immensity, works exceedingly well.

Suspension of Investment Credit

Recently enacted legislation has suspended
the use of the 7% investment credit in con
nection with most types of tangible personal
property and certain real property for the
period October 10, 1966 through December
31, 1967. No attempt will be made here to
discuss the various ramifications of the bill,
other than to call attention to the possibility
that unwittingly taxpayers may find that they
are not entitled to a credit for property ac
quired after the suspension period expires.
The property referred to is tangible personal
property ordered during the suspension
period but not delivered until 1968. The term
“ordered” in this case embraces not only or
ders reduced to formal contracts, but also
oral directives and any correspondence that
has the effect of acquiring such property at
a later date! If, therefore, acquisitions are con
templated at a relatively high cost which, by
their very nature, require some time for as
sembly and delivery, the tax advantages of
an investment credit in 1968 should be weigh
ed against the delay in delivery of the assets
through postponement of any act which may
be interpreted as an order.
While only a few items that the account
ant must be alert to throughout the year have
been covered, it is hoped that their considera
tion will generate thinking along the same
lines, rather than the usual tendency to place
undue reliance on year-end planning.

CHANGE OF ADDRESS
Whenever you have a change of address,
you must notify us of your new address if
you wish to continue receiving the magazine.
If your magazine is not delivered and is re
turned to us, we shall have to discontinue
mailing to you until we hear from you.
To change your address, please print your
name, new address and zip code number and
send to THE WOMAN CPA, 327 South La
Salle Street, Chicago, Illinois 60604.

D.L.B.

CALENDAR OF 1967 EVENTS

ASWA EASTERN REGIONAL CONFERENCE,
Syracuse, New York

May 10-13

ASWA WESTERN REGIONAL CONFERENCE,
Phoenix, Arizona

June 8-10

AWSCPA-ASWA JOINT ANNUAL MEETING
Portland, Oregon

September 20-23
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